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o ~ Similarly, the evidence is inconclusive that the achievement cf a high ‘'
,;per‘capita,inc e is a guarantee of a high savings rate, Various sources

~indi - th here is no firm relationshipig/ This means that a pollcy of
g« asing a country's per capita income, if successful, will not lead auto-
fmatiagﬁly to a higher rate of savings.

, There is one questidn, however, that merits further investigaticn,
~ viz., "I§ the saving potential of the less developed countries larger than has been

generally supposed?" For many years it has been argued that the possibilities
of increasing sav1ngs voluntarily in low income countries is very limited
becauge most of the population exists close to the margin of subsistence and
has no surplus to be maved. There is growing recognition that this is not
necessarily the case.ld  If the answer to the above question is in the
affirmative, this suggests that new policies to promote savings might be
successfully introduced to tap this reservoir of funds.

Conclusion

The problem of increasing the rate of saving is basically a long-
term problem which is not likely to be solved quickly., An extensive system
of sound financial institutions and savings instruments mustte established,
and a sufficient period of price stability must be achieved in order to
obtain putlic confidence in the various savings media.

There are several areas where both the public and private sectors
could be more venturesome in stimulating higher rates of saving. One is in
the field of interest rates. There are indications that if savers were
offered much more attractive interest rates in the less developed countries,
thore wotld be a favorable response. This would also help promote a greater
flow of szvings into financial assets which in turn should permit a more
efficient use of savings resources.

Another area where more could be done is that of inculcating in the
people habits of thrift and realization of the benefits of saving. Merely
showing how fast savings grow at certain rates of compound interest could be
very important in increasing public interest in savings. Relatively little
is done in this field in many of the less developed countries, but some
countries, such as India, have acted to discourage extravagant expenditures
on such things as weddings.

Studies of, or experiment with, more appropriate savings institutions
is also a relatively untouched area, Overemphasis has probably been placed on
savings institutions for the urban areas, the rural area being relatively neg-
lected in many countries. The same observation could also be made of savings
instruments.
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Flows and Economic Growth," Proceedings: Fourth Meeting of Technicians of
Centrsl Banks of the imericah Gontinent, Washington, D«Ce, 1955, P. 301,
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is als t if 1ndustria1 development is to be pro d
1tial grm}z of the total economy. ,






